VISION 


By 2025 Vulamehio will be self sustainable and economically viable through agriculture, 
tourism and the establishment of a vibrant town. 


MISSION STATEMENT 


The purpose of Vulamehio is to facilitate and co-ordinate the provision of sustainable 
infrastructure and services thereby creating an enabling environment that allows the 
active involvement of the broader community in order to improve the quality of life of oil 
Vulamehio residents. 


VALUES 


The Vulamehio Municipality seeks to uphold and promote the values of responsiveness, 
transparency, accountability, innovation, consultation and service excellence. 
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Foreword by Her Worship The Mayor 
Cllr. B. R Duma 


I would like to place on record my sincere thanks to the Municipal Manager and his statt 
and also the Executive Committee and to all my tellow councillors tor the prudent 
manner in which the Municipality is being managed. 

I count it a special privilege to present the Municipality's Annual Report tor the 2007/2008 
tinancial year. 

Administrative Dimension: 


Financial accountability tor example is no longer simply a matter ot probity but also 
encompasses evaluation ot whether goals were achieved or a particular amount and 
quality ot service was delivered. The multi-dimensional nature ot local government brings 
other tactors into play about the way in which it tunctions. Politics plays a role in local 
government in the principle ot local democracy. The administrative dimension dictates 
that local authorities need to organize their statt into tunctional units in the task ot serving 
the public good. 


This is a rural Municipality and theretore has no revenue or income and exists purely on 
equitable share and grants trom Provincial and National Governments. These tunds are 
used tor salaries and allowances tor both councillors and statt and tor operating 
expenditure and projects. There is hardly any economic activity in the Municipality's 
jurisdiction. 

Service Rendering Dimension: 


The service rendering dimension will retlect the extent to which a local authority takes 
heed ot political, economic and social needs. The social dimension requires that local 
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government concern itself with the social problems of the society. In this respect local 
government need to be cognizant of the nature of the population its serves in its 
responsibility to exercise fairness and justice to all interest, to be open and responsive, 
and to avoid any taint of being prejudiced or sectional in exercising authority. With 
regard to the economic dimension, a local authority needs to plan carefully and 
prudently because of the limited financial means it usually has. 


Local government exists for and on behalf of the community. It services and activities 
should always be judged on the basis of the community's needs. Efficiency and 
effectiveness plays an inestimable role in local government. The public is the ultimate 
provider of funds and therefore the success of the promotion of general welfare of the 
community will depend to a large extent on the effective and efficient execution of 
enabling administrative process. 


We are eternally grateful for al the financial assistance received form Provincial and 
National governments, Ugu District Municipality and other funding Agencies without 
whom we would dismally fail in uplifting our communities in providing services. 


Cllr B R Duma 
Her Worship 
The Mayor 
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Municipal Manager’s Report 

It is with great pleasure that I present this report to the Municipal Council and to the 
entire Vulomehlo community. The report retlects the municipal pertormonce under the 
2007/2008 tinanciol year. 

The report under review retlects the pertormonce ot the municipality based on the tive 
key performance area being 

Basic service delivery and intrastructure 
Local economic development 
Financial viability and management 
Institutional development and management 
Good governance and Public participation 

One ot the key achievements ot the municipality is that we present our tirst annual report 
with on unqualified audit opinion and this has been a trend since the establishment ot 
the municipality in December 2000. This can be attributed to the co-operation between 
political leadership and the administrative stott. 

One ot the challenges toeing the municipality is the lack ot a revenue base which 
attects basic service delivery but with the assistance trom the Province and Notional 
departments through grant tunding (Project Consolidate) we have been able to provide 
our communities with basic services, e.g. carting ot water to jojo tanks, upgrading ot 
access tanks, provision ot forming implements and seeds, provision ot tree basic 
electricity, etc. The electrification ot households is o major challenge toeing the 
municipality. 

In conclusion, I would like to thank the entire leadership and colleagues tor their support 
during all these years and we look forward to taking the municipality to the next level. 

Thank you 


Mr M H Zulu 
Municipal Manager 
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VULAMEHLO MUNICIPALITY 
REPORT OF THE AUDIT COMMITTEE 



We are pleased to present our report tor the tinoncial year ended 30 June 2008. 

1 Audit Committee Members and Attendance 

In terms ot the Municipal Finance Management Act (MFMA) and the Vulamehio 
Municipality’s Audit Charter, the Audit Committee must consist ot five members, three ot 
whom must be external independent members. None ot the members may be 
councillors. 

The Audit Committee consists ot the members listed hereunder and meets at least tour 
times per year os per its approved Charter. During the year under review the mandatory 
quarterly meetings and one special meeting were held. 


Member 

Number of 
Meetings attended 

Mr Anil Ramnath (Chairperson)^ 

5/5 

Mr David Parry ^ 

5/5 

Mr Silas Hlophe ^ 

1/5 

MrMH ZuluB 

1/5 

Mr HA Mohamed^ 

5/5 


A External member 
® Municipal Manager 
c Chief Financial Officer 

2 Audit Committee’s Responsibiiities 

The Audit Committee's responsibilities are outlined in Section 1 66(2) (b) ot the Municipal 
Finance Management Act (No 56 ot 2003). The Audit Committee has adopted 
appropriate tormal Terms ot Reterence as its Audit Committee Charter, has regulated its 
attairs in compliance with this Charter and has discharged all its responsibilities as 
contained therein. 

A summary ot the Audit Committee's responsibilities in terms ot the toregoing Act and its 
Charter is that it is responsible tor, among other things, the tollowing: 

Auditors and external audit: 

Discuss and review with external auditors, infer alia, 
the nature and scope ot the audit tunction; 

agreeing to the timing and nature ot reports trom the external auditors; 
considering any problems identified in the municipality as a going concern; 
review the Auditor-General's management letter and management response; 
and 

meeting the Auditor-General at least annually to ensure that there are no 
unresolved issues ot concern. 
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Annual Financial Statements 


review and discuss the unaudited annual financial statements with the 
Accounting Otticer prior to presentation ot the toregoing financial statements 
tor audit together with recommendations, it any, regarding amendments to 
the said statements; 

review and discuss with the Auditor-General and the Accounting Otticer, the 
audited annual financial statements to be included in the Annual Report; 
review significant adjustments resulting trom the audit; 
review ettectiveness ot the internal audit; 

review risk areas ot the operations to be covered in the scope ot the internal 
and external audits; and 

review the adequacy, reliability and accuracy ot the financial intormation 
provided to management and other users ot such intormation. 

Internal Control and Internal Audit 

The monitoring and supervising ot the ettective tunction ot the internal audit 
including; 

evaluating pertormonce, independence and ettectiveness ot internal audit 
and external service providers through internal audit; 

review the ettectiveness ot the internal controls and to consider the most 
appropriate system tor the ettective operation ot its business; 
initiating investigations within its scope e.g. employee traud, misconduct or 
contlict ot interest. 

Ethics 

Reviewing the ettectiveness ot mechanisms tor the identification and reporting 
ot; 


any material violations ot ethical conduct ot councillors and municipal statt; 
compliance with laws and regulations; and 
environmental and social issues. 

Compliance 

carrying out investigations into financial attairs as Council may request; 
reviewing the ettectiveness ot mechanisms tor the identification and 
reporting ot; 

compliance with laws and regulations; and 

the findings ot regulatory bodies or audit observations. 

The Audit Committee is satisfied that, it has complied with its responsibilities and has 
discharged them properly and etticiently. 

3 The Effectiveness of Internal Controls 

The system ot controls is designed to provide cost ettective assurance that assets are 
sateguarded and that liabilities and working capital are etticiently managed. In line with 
the MFMA and the King II Report on Corporate Governance requirements. Internal Audit 
provides the Audit Committee and management with assurance that the internal 
controls are appropriate and ettective. This is achieved by means ot the risk 
management process, as well as the identification ot corrective actions and suggested 
enhancements to the controls and processes. 
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From the various reports ot the Internal Auditors, the Audit Report on the annual tinancial 
statements, the matters ot emphasis and management letter ot the Auditor-General, it 
was noted that no signiticant or material non compliance with prescribed policies and 
procedures have been reported. 

4 The Quality In Year Management And Monthly/Quarterly Report Submitted In 
Terms Of The MFMA 

The Audit Committee has not received and reviewed certain performance 
management reports and is unable to comment on the content and quality ot these 
monthly and quarterly reports. 

Except tor the foregoing reports, the Audit Committee is satisfied with the content and 
quality ot monthly and quarterly reports prepared and issued by the Accounting Otticer 
and management during the year under review. 

5 Internal Audit Function 

During the year under review, an audit plan was prepared based on the Annual Risk 
Assessment. The following is a list ot projects undertaken by Internal Audit, arising trom the 
risk assessment: 

Financial Statement Close Process 
Human Resources and Payroll 
Fleet Management 
MFMA Compliance Review 

Performance Management System Review 1 & 2 (Six-monthly Reviews) 

Follow up Reviews 

All reports and assignments are followed up by Internal Audit and the Audit Committee 
to ensure that management actions have been implemented. This action was necessary 
to ensure that management does not temporise Audit Committee and Council. 

Further, assignments ot the past tour years will be compared and management will be 
accountable where no progress in reducing risk was made with repeat assignments, 
especially where, in the opinion ot the Audit Committee, the audit risk remained high 
and could have been reduced. 

The Audit Committee is satisfied with the performance ot the Internal Audit Function and 
reports that all the projects have been completed by the end ot the financial year. 

6 Evaluation of Financial Statements 

The Audit Committee has: 

reviewed and discussed with the Auditor-General and the Accounting Otticer the 
audited annual financial statements to be included in the Annual Report; 

reviewed the Auditor-General's management letter and management responses; 
reviewed the accounting policies and practices; 
reviewed signiticant adjustments resulting trom the audit; 

evaluated the audited annual financial statements to be included in the Annual 
Report and, based on the information provided to the Audit Committee, 
considered that the said statements comply in all material respects with the 
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requirements of the MFMA and Treasury Regulations as well as South African 
Statements of Generally Accepted Accounting Practice (GAAP) and certain 
statements of Generally Recognised Accounting Practice (GRAP) and statements 
of Generally Accepted Municipal Accounting Practice (GAMAP); and 

reviewed the particulars of the management action plan in response to the issues 
raised by the Auditor-General in his report. 

The Audit Committee concurs and accepts the conclusions of the Auditor-General on 
the annual financial statements and is of the opinion that the audited annual financial 
statements be accepted and read together with the report of the Auditor-General. 

The Audit Committee also notes the matters raised under the heading “Other Matters” 
including that the Accounting Officer did not develop an appropriate delegation of 
authority and that council did not declare their business interests; as well as the non- 
compliance with regulatory requirements under the heading “Audit findings 
(performance information)" in the Report of the Auditor-General. 

We also note the particulars of the management action plan in response to the issues 
raised by the Auditor-General in his report. 


7 Appreciation 

I would like to thank my colleagues for making themselves available to serve on this 
Committee and for the significant contributions that they have made. 

As an Audit Committee, we rely to a great extent on the Ugu District Municipality’s 
Manager: Internal Audit - Shared Services and his staff in the Internal Audit Department 
for their support and assistance and, in particular, for the role they continue to play in 
improving the accounting and internal auditing systems and controls at Vulamehio 
Municipality. We are indebted to them for their cooperation and assistance. 

We are also grateful to the Chief Financial Officer, the Auditor-General, and all other 
invitees to our meetings, including the external service providers, all of whom provided 
invaluable information to the Committee. 


Mr Anil Ramnath 

Chairperson: Vulamehio Municipality Audit Committee 
15 January 2009 
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Overview of the municipality 

1. Introduction 

Vulamehio (KZ211) is a Local Municipality which forms part ot the Ugu District 
Municipality (DC21). Its neighbouring municipalities include Umzumbe to the 
south, Umdoni to the East, Ethekwini, Mkhambathini and Richmond to the North 
and Ubuhlebezwe to the West. 

The Municipality largely comprises of traditional areas and a few pockets of 
privately owned land (mostly Commercial Farms). The Municipality is 
predominantly rural with 50% of its area being held under Communal Ownership 
through Ingonyama Trust Board. 

There are, however, three traditional authorities which form part ot Umbumbulu 
Regional authority namely Thoyana, Maphumulo and Isimahla. The municipal 
area is therefore predominantly tribal with common tribal land patterns. There 
are, however, also a few scattered pockets of privately owned land throughout 
the municipal area. 



2. Demographics 

Below is the structure that shows the demographics within Vulamehio Municipality 
Municipal Demarcation Board Code: KZ21 1 

Location ot Head Ottice: Scottburgh is 50 km southwest ot Durban (N2) 

Municipal Area (km2): 973.49 km2 
Population (estimated): 102 232 
Contributes To: Ugu District Municipality 
Main Towns: Braemar, Dududu, Mtume 

Traditional Living 

Vulamehio means "open your eyes". 

Location 

Vulamehio Local Municipality terms part ot Ugu District Municipality. Towns within the 
municipal boundaries: Braemar, Dududu, Mtume. 

Vulamehio Municipality largely comprises ot traditional areas which are more or less in 
line with the Vulamehio Regional Authority (Regional structure tor traditional leaders). 
There are, however, three traditional authorities that torm part ot Umbumbulu Regional 
authority namely Thoyana, Maphumulo and Isimahla. Neighbouring municipalities 
include Umzumbe to the south, Umdoni to the east, Durban Unicity and Emkhambathini 
to the north and Ixopo to the west. The region is bounded by the Mkomazi River in the 
north. Vulamehio is characterised by mountains, river systems and valleys, which means 
that a high proportion ot the land is steeply sloping. The most important river systems 
belong to the Mkomazi, Mpambanyoni and Mtwalume rivers. 

The Municipal area is therefore predominantly tribal with common tribal land patterns. 
There are, however, also a tew scattered pockets ot privately owned land throughout 
the Municipal area. 

Situation 

The unemployment level in the Municipality is high. The educational and skills levels ot the 
inhabitants are low, those who have jobs are usually poorly paid. Vulamehio is regarded 
as a base tor cheap labour by employers outside the Municipality, so many job seekers 
become migrant labourers. 

Poverty in the rural areas is severe. Sixty-three percent ot households in the Municipality 
have a monthly income ot less than R1 500 a month, while a turther 17.6% have no 
income at all, meaning that more than 80% live below the poverty datum line. The 
provision ot basic intrastructure is very poor in most ot Vulamehio. The areas deep inland 
and turthest trom the coast (and also turthest trom major trattic routes) are most attected 
by lack ot physical and social services. 

Vulamehio Municipality has identitied a number ot priority issues which it hopes to 
address within the next three to tive years. Most ot these relate to the developmental 
inequalities created in the past. The issues are: the provision ot basic services, social 
amenities and basic intrastructure; and local economic development. 
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Economy 


Economic activities include taxi operations, general dealerships, taverns and spaza 
shops. 

Agriculture 

The area contains commercial tarms on which sugarcane and timber are cultivated. 
Small-scale sugar-cane growers tend to cluster around Dududu, Kenterton and Mtume. 

Strategies to support agricultural growth include diversitying agricultural production; 
promoting intensive irrigation schemes; supporting emerging tarmers; and assisting in the 
establishment ot community gardens. 

Tourism 

The coastal strip torms part ot the KwaZulu-Natal South Coast which is a popular 
domestic tourist destination. Nearby, Scottburgh and Pennington both otter resort 
tacilities, and are attiuent in comparison with the underdeveloped rural areas ot 
Vulamehlo. 

Tourism development projects include the development ot a market tor traditional rural 
arts and cratts, and ot "traditional rural litestyle cultural tours. A turther aim is establish 
diverse initiatives through tour anchor projects at Tshehlope, the Isintu Cultural Village, 
Ehluhluwe Kwa Tikwalala and community involvement in operating Vernon Crookes 
Nature Reserve. 

A short distance trom Dududu, standing sentry over the expansive Umkomaas Valley, is 
the imposing Execution Rock, a distinctive natural teature shrouded in myth and legend. 
A climb to the plateau is rewarded with spectacular views into the Umkomaas valley and 
an opportunity to spare a thought tor the Zulu warriors who were said to be despatched 
trom the rock promontory tor errant behaviour 

Historical and Other Places of Interest 

• Vernon Crookes Nature Reserve 

• Isintu Cultural Village (Thoyana) 

• Enqushini watertall 

• Scenic torest and river areas 

Local Economic Development 

Economic development objectives are based on agriculture and tourism. 

History of the Name 

The history ot the name dates back to an era when the local amakhosi were under the 
jurisdiction ot the Umzinto Magisterial District. When the erstwhile KwaZulu - Natal 
Government was established in 1970 the Amakhosi moved to Dududu which was going 
to be their Administrative Head Ottice. Since the amakhosi were now operating within 
the area they control, they unanimously said that it was time now to open their eyes and 
uplitt their communities. 
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CURRENT SITUATION 


Vulamehio Municipality consists mainly ot ten ditterent traditional authority areas, but 
also contains a relatively well-developed coastal strip and a tew pockets ot privately 
owned land. The municipal area is characterised by mountains, river systems and valleys, 
which means that a high proportion ot the land is steeply sloping. The most important 
river systems belong to the Mkomazi, Mpambanyoni and Mtwalume rivers. 

The area contains commercial tarms on which sugarcane and timber are cultivated. 
Small-scale sugar-cane growers tend to cluster around Dududu, Kenterton and Mtume. 
The coastal strip terms part ot the Natal South Coast, a popular domestic tourist 
destination. Scottburgh and Pennington both otter resort tacilities, and are attiuent in 
comparison with the underdeveloped rural areas ot Vulamehio. 

The population ot Vulamehio Municipality was estimated at 102 232 in the 1996 census. 
More than halt ot the population (55%) ore under 20 years ot age, o demographic toctor 
ot extreme signiticance to the Municipality's planning, because it implies that great 
pressure is likely to be placed on the area's education, health and recreational tacilities, 
and that the demand tor jobs will surge in the next decade. It also implies a high 
dependency ratio. The general lack ot social intrastructure in the traditional areas 
compels young people to move to the urban areas tor better education and 
employment opportunities. This tends to leave older people in the tribal settlements 
without proper care, which in turn has created a need tor old-age homes and weltare 
tacilities directed toward the needs ot the elderly. 

The unemployment level in the Municipality is high, with only 6.6% employed (although 
less than 40% ot the population toll into the economically active age group). Because 
the educational and skills levels ot the inhabitants ore low, those who hove jobs are 
usually poorly paid. Vulamehio is regarded as o base tor cheap labour by employers 
outside the Municipality, so many job-seekers become migrant labourers. 

Poverty in the rural areas is severe. Sixty-three percent ot households in the Municipality 
have a monthly income ot less than R1 500 a month, while o turther 17.6% have no 
income at all, meaning that more than 80% live below the poverty datum line. Economic 
activities include taxi operations, general dealerships, taverns and spaza shops. The 
provision ot basic intrastructure is very poor in most ot Vulamehio. The areas deep inland 
and turthest trom the coast (and also turthest trom major trattic routes) are most attected 
by lack ot physical and social services. Eighty-tive percent ot the Municipality's 
households have no access to electricity. Many inhabitants ot the deep rural areas 
cannot ottord gas and parattin as alternative sources ot light and power, and have to 
rely on collecting tirewood (with the concomitant risk ot snake-bites). About 80% ot 
households lack reliable water sources. Some people have to travel long distances to 
draw water trom rivers and streams, but these sutter trom pollution and carry waterborne 
diseases such as cholera. Sanitation is provided by pit latrines to 76.4% ot households. 
Only 5.2% ot households in Vulamehio hove tiush toilets. Less than one percent ot 
households hove a retuse removal service. Roads and transport in the Municipality are 
seriously attected by the topographical ditticulties represented by the rivers and 
mountains in the area, which provide natural barriers to movement. The road network 
systems and bridges are inadequate and poorly maintained, to the great disadvantage 
ot those living in the remote rural areas, who find access to schools and health services 
very difficult. The situation is exacerbated by the tiooding caused by rains (there is o high 
incidence ot drowning caused by people attempting to cross rivers in tiood). The poor 
condition ot the roads in the rural areas is also a hindrance to economic development. 

Vulamehio has two hospitals, one ot which deploys mobile clinics and community health 
workers (one tor each induna area). However, these are poorly equipped and seldom 


14 


supplied with sufficient medicines, and they are insufficient for the needs of those living in 
the rural areas. Only 53.5% of the population are functionally literate. 

The Municipality is generally lacking in school facilities. Those that exist in the rural areas 
generally lack physical infrastructure (water, sanitation, electricity, fencing) and are in 
dire need of renovation. The only tertiary institution in Vulomehlo is the Ubuhlebogu 
Training Centre in the KwaQiko tribal area, serving os a satellite wing of Umlozi Technical 
College. At present there are no recreational amenities for young people, very few 
community halls, and the only sportsfields that exist in the rural areas ore rudimentary 
soccer fields on sloping and overgrown terrain. 

Issues of concern in the land reform and housing sector are funding and tenure 
insecurity. Most of the land in the Municipality is owned by the Ingonyoma Trust. 
Environmental concerns include soil erosion, the proliferation of invasive alien plants and 
wetland degradation. 

Key Development Objectives & Strategies 

Vulomehlo Municipality has identified o number of priority issues which it hopes to 
address within the next three to five years. Most of these relate to the developmental 
inequalities created in the past. The issues ore: the provision of basic services, social 
amenities and basic infrastructure; and local economic development. 

Basic Services 

The Municipality's objectives regarding basic service provision cover water, waste 
disposal, sanitation, energy and burial practices. More specifically, Vulomehlo aims to 
supply safe drinking water to 80% of communities by 2007, and to provide for more 
effective waste management and sanitation. The target for the latter is that 80% of 
households will hove adequate sanitation facilities by 2007. The some time frame applies 
to the Municipality's undertaking to provide access to affordable energy sources to 80% 
of households. Another specific objective is to ensure that appropriate formal burial sites 
are identified within the Municipality, and that within five years local burial practices 
conform with the standards laid down by the Notional Crematoria Act. 

Road Network 

Vulomehlo also regards the upgrading and maintenance of the road network as an 
immediate necessity. Priority is to be given to the main and access roads which provide 
internal and external linkages. A formalisation of municipal transport arrangements is also 
planned. 

Social Services 

The provision of social services in Vulomehlo is to be assisted in the following ways. The 
Municipality aims to provide quality health core services to all communities within five 
years, giving priority to those parts of the municipal area currently lacking in health 
services. It also intends to reduce the number of deaths arising from treatable diseases 
and ignorance of hygiene and nutrition requirements. Vulomehlo has also identified o 
number of strategies to address the HIV/Aids epidemic. These are to remove the stigma 
attached to the disease; to ensure that education about, and awareness of, the disease 
is promoted in oil traditional areas; and to reduce the number of new infections by two 
percent per annum. The Municipality also aims to improve food security by establishing 
food safety-net projects; establishing at least two sustainable community-based 
economic projects in each ward within three years; and formulating a policy to assist 
destitute households. 
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Education 


In the education sector, the Municipality's objectives ore to increase the overall 
matriculation pass rate by 20%; establish post-school educational and skills development 
programmes; and to undertake drastic renovations to schools. These include the 
provision ot electricity to at least 60% ot Vulomehlo's schools by 2007, and the 
introduction ot tocilities to promote science os o subject. The Municipality also aims to 
improve access to community tocilities and o variety ot recreational sports. 

Safety and Security 

Another key objective is to improve satety and security conditions. The Municipality aims 
to reduce crime incidents by two percent per annum by establishing community policing 
torums, situating satellite police stations in high crime areas, and employing police 
reservists. Integrated land reform and housing redevelopment programmes ore also 
planned. 

Local Economic Development 

Economic development objectives ore based on agriculture and tourism. Strategies to 
support agricultural growth include diversitying agricultural production; promoting 
intensive irrigation schemes; supporting emerging formers; and assisting in the 
establishment ot community gardens. Tourism development projects include the 
development ot o market tor traditional rural arts and crotts, and ot ‘traditional rural 
lifestyle' cultural tours. 

Historical & Other Places Of Interest 

Excursion Rock 

Message From The Mayor 

We ore one ot the newly established municipalities. We battle to meet the needs ot the 
community. Most ot the area is rural, and intrastructure is required to generate income. 
We rely upon local and notional governments tor tending. 

We hope to attract investors in the near tuture to create opportunities tor our community 
to better their lives. 
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Key Demographic, Institutional, and Land Related Information 


Demographic 


Extent ot the Vulamehio Municipal (area km^) 

966 

Population 

83 047 

Approximate number ot households 

14 385 

Population Density (people/km^) 

74 

Population Group 


Black Atrican 

98.9% 

Coloured 

0.2% 

Indian 

0.3% 

White 

0.2% 

Undisclosed 

0.4% 

Male Population 

46% 

Female Population 

54% 

Institutional 


Number ot Municipal Wards 

10 

Number ot Councillors 

20 

Table 2.1.2: Socio-Economic Information 

Municipal Age profile 


0 to 4 

11% 

5 to 14 

28% 

1 5 to 34 

34% 

35 to 64 

21% 

Over 65 

6% 

Education Levels over 20’s 


No Schooling 

37% 

Some Primary 

24% 

Complete Primary 

5% 

Secondary 

22% 

Grade 12 

10% 

Higher 

2% 

Employment (out of labour force) 


Employed 

34% 

Unemployed 

66% 

Labour Force (out ot total Population) 

20% 

Not economically Active (out ot total population) 

35% 

Housing 


Formal 

30% 

Intormal 

2% 

Traditional 

67% 

Other 

1% 

Annual Household Income 


None 

34% 

R 1 - R9 600 

39% 

R9 601 -R153 600 

26% 

Above R1 53 600 

1% 
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Service Backlogs (% people with no access) 


Water 

72% 

Sanitation 

65% 

Electricity 

80% 

Source: DLGT 


Education Levels 

Grade 12 Higher 


10% 

7 2% 

No 

Secondary 

22% 


Schooling 
^ 37./. 

Complete^ 

Primary 

5% 

MV 

Some 

Primary 

24% 

0 



Age Profile 


35 to 64 

15 to 34^^ 

21% Over 65 

— \ ®°''° 

34% k 

0 to 4 


'"T f 1 % 


5 to 14 


28% 


Annual Household Income 


26% 

1 % 




□ None 

Cr — 


□ R1-R9 600 


3 4% 

□ R9 60 1 - R 153 600 

3 9 % 


□ Above R 153 600 


Gender and literacy by ward 


Gender(%) Marital Status(%) Literacy(%) 


Ward 

Population 

Male 

Female 

Unmarried 

Married 

Illiterate 

1 

10 976 

46.1 

53.9 

62.8 

31.4 

19.6 

2 

5 902 

44.9 

55.1 

64.1 

25.6 

19.9 

3 

5 832 

47.2 

52.8 

56.0 

34.2 

16.3 

4 

12 207 

43.7 

56.2 

63.6 

30.0 

24.1 

5 

16 188 

42.2 

57.8 

58.9 

36.8 

28.1 

6 

5 449 

43.4 

56.5 

60.3 

35.6 

20.7 

7 

10 425 

44.6 

55.4 

55.7 

34.8 

28.6 

8 

23 125 

43.4 

56.6 

62.3 

35.6 

22.0 

9 

6 160 

49.5 

50.4 

56.8 

35.0 

28.2 

10 

5 968 

49.0 

51.0 

53.4 

32.8 

31.3 
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Age(%} Employment Status(%) 


Ward 

Population 

Children 

Youth 

Middle 

Age 

Elderly 

Employed 

Unemployed 

1 

10 976 

40.0 

35.2 

18.6 

5.0 

22.6 

77 A 

2 

5 902 

36.4 

36.7 

20.5 

5.0 

40.9 

59.1 

3 

5 832 

37.7 

32.0 

19.1 

5.5 

41.5 

58.5 

4 

12 207 

41.5 

32.2 

18.2 

5.5 

35.6 

64.4 

5 

16 188 

47.6 

28.6 

16.8 

5.6 

21.0 

79.0 

6 

5 449 

43.2 

33.1 

16.7 

5.2 

31.3 

68.7 

7 

10 425 

43.7 

32.6 

18.3 

5.0 

42.5 

57.5 

8 

23 125 

45.5 

28.8 

16.4 

5.0 

33.3 

66.7 

9 

6 160 

37.0 

33.4 

21.9 

5.6 

71.5 

28.5 

10 

5 968 

39.6 

33.7 

22.2 

4.1 

83.9 

16.1 


3. Institutional arrangement 

In all instances, responsibility tor decision making lies with Council and responsibility tor 
implementation lies with the Municipal Manager and Otticials. The Municipality currently 
employs 32 tull-time statt members. 

The Administrative Wing ot the Municipality is made up ot 4 (tour) Departments, namely. 
Finance; Corporate Services; Technical Services; and Development Planning and Local 
Economic Development. Three ot these Departments are headed by Section 57 
Employees. However, the contract tor the Technical resigned recently but his post is 
about to be tilled. 

The Municipality is comprised ot 10 (ten) wards and with each word having a word 
Councillor and a PR Councillor. Ward Committees have been established in oil words. 
In order to make them tully tunctional, the Municipality has appointed an Administrative 
Otticer to provide them with Administrative Support. Furthermore, the Municipality 
appoint a Mentor shortly as the Administrative Otticer with a view to capacitating the 
current incumbent. 


Governance 

The Council is the legislative body, which is empowered to take decisions, inter alia, 
regarding by-laws, IDP and the budget. The Council consists ot 20 Councillors, 2 (Mayor 
and an Exco member) ot which are tull time. 

Meetings ot the Council ore open to the public. 


The atorementioned committees assist the Council in policy development and 
monitoring to accelerate service delivery, os well os the oversight ot municipal 
programmes and projects. 
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Names 

Position 

ClIrWTDube 

Speaker 

Cllr BR Duma 

Mayor 


PR Councillor 

Cllr DMM Hlengwa 

Deputy Mayor & ward councillor 

Cllr BC Mqadi 

Exco Member & PR Cllr 

Cllr NB Ndlovu 

Word councillor 

Cllr BP Shange 

Ward councillor 

Cllr FB Shezi 

Ward councillor 

Cllr PR Shozi 

Word councillor 

Cllr MA Ntombela 

Ward councillor 

Cllr TP Phetha 

Ward councillor 

Cllr JZ Zwane 

Ward councillor 

Cllr RJ Ngcobo 

Ward councillor 

Cllr MD Ncwane 

Word councillor 

Cllr ND Fllongwane 

PR Councillor 

ClIrZM Mali 

PR Councillor 

Cllr SW Gumede 

PR Councillor 

ClIrTenza 

PR Councillor 

Cllr DP Duma 

PR Councillor 

Cllr BG Myeza 

PR Councillor 
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Municipal Funded Projects 


Construction ot Khokhama Sporttield in Word 7: the total expenditure in this project 
was R60 000, 35% ot the project was done labour intensively and the remaining 65 % 
was machine based 

Project Consolidate Projects 


Project Ward 

Mchumane Access Road 1 

A873 Access Road 2 

Ketshe Access Road 5 

Mceleni Access Road 7 

Gudlucingo Access Road 8 

Imvrouge Access Road 9 

Stickfarm Access Road 10 

Total 


% 

Complete 

30 June 2008 
Expenditure 

Road 

Length (km 
) 

100% 

238 078 

1.5 

100% 

324 622 

2.5 

100% 

222 056 

1.5 

100% 

409 013 

3 

100% 

308 638 

2.4 

100% 

258 186 

1.5 

100% 

361 252 

2.8 


2 121 845 

15.2 km 


Challenges 

Lack ot tending is the tundamental challenge halting service delivery, development 
and implementation ot national government mandate in this municipality. 

Substantial amount ot tending is required tor operations and maintenance ot existing 
Municipal Intrastructure and Resources. 

Environmental Impact Assessment processes is delaying the implementation ot 
Khokhama to Ntontonto Road project. 

Planned Projects 

Some ot the projects to be implemented in the tollowing tinancial year (2008/9) are 
as tollows: 


Construction ot Khokhama/ Ntontonto Road, 

Construction ot Emandleni Community Hall 
Construction ot Ntshekombe to Execution Rock 
Construction ot Mistake Farm Sporttield 

Delivery ot Potable water to 40 water tanks within the Municipality 
Repairs to Municipal Building 
Repairs to Kenterton Sporttield 
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Latest Backlog Statistics 


Service 

No of 

Households* 

HH 

served 
RDP level 

HH not 
served 

Percentage 

Backlog 

Remaining 


Water 

16 807 

10 783 

6 024 

36 %* 

*lnformation obtained from StatsSA 2001 

Sanitation 

16 807 

13 31 1 

3 496 

21 %* 

** Information obtained from Ugu WSDP 

Electricity 

Housing 

16 807 
16 807 

4 523 

2 835 

12 284 

13 972 

73 %** 

83 ^*** 

*** Information obtained from Eskom 

**** Information obtained from 


Vulamehio Municipality Housing Sector 
Plan 


Local Economic Development 

Performance Highiights: 

The key highlight is that the municipality has tinalised the LED strategy. 

Strategies: 

The other strategy that is place is the Agricultural sector plan, which is also intormed 
by LED plan. The municipality is in the process ot appointing a service provider that 
will develop a Tourism sector plan tor the municipality. 

Chaiienges: 

The key challenge is that the LED does not have a specitied budget. This creates a 
problem when it comes to the implementation ot the LED projects. 

The other challenge is that the municipality does not have a person that deals with 
LED; the post ot LED is combined with development planning. There is only one 
person that deals with both planning and LED matters at o strategic and lower level, 
there is no other supporting stott. 

Impiementation of any other program 

There ore two programs that are on the pipeline which the municipality is 
implementing them in conjunction with the Department ot Agriculture. Firstly is the 
tood security program which aims to improve the livelihoods ot the poor households, 
by enabling them to hove access to nutritious tood. On the other side the program is 
trying to assist the households to cope with the escalating tood prices. Secondly, the 
CBO programme, the Department ot Agriculture role is to mobilise, sensitive and 
provide support to selt help groups or co-ops tor sustainable development. The 
municipality is in the process ot selecting o CBO that will provide intormotion to the 
SMME or businesses at o local level. 
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Mayoral Programmes 

Shared Services and Infernal Audit 

Vulamehio municipality has entered into a shared service with Ugu District in terms of MIG 
projects. Currently the municipality does not have the capacity to implement its MIG 
projects. The municipality has entered into o three year shared service agreement with 
the district. It is planned that after three years the municipality will have the capacity to 
implement MIG projects. 

The municipality has also entered into a shared service agreement with the district on 
disaster management. This service also involves other five local municipalities that falls 
under Ugu. 

Infernal Audit 

The above programme is another shared service with the District. There is currently an 
internal audit that deals with finance and performance system of the municipality. 

Project Management Unit 

Functions and Responsibility 

The PMU will be responsible for the management of the local infrastructure 
programme (municipal scale) as well as physical project implementation activities 
while ensuring that: 

all projects meet overall planning objectives and specific key performance 
indicators as determined by the MIG Unit. 

the co-ordination of regular progress meetings at local level and 
representation at the national progress meetings. 

the associated project management administrative functions from project 
registration, evaluation through to final project completion reports. 

The PMU will also be responsible for the: 

socio-economic impact assessments detailing how the MIG programme has 
impacted on the communities and municipalities in terms of; skills 
development, community involvement, municipal partnerships, local 
economic development and how the lives of the communities have 
improved. 

facilitation of backlog studies and environmental impact assessments of 
projects when necessary 
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Organizational Structure 


The mandate of the Municipality is to ensure that all of its citizens, regardless of race, 
gender or sexual orientation hove access to the basic essential services of water and 
sanitation; and that the communities of the municipality are adequately developed. 


Administration 

The administration of the Municipality is headed by Municipal Manager, divided into 
five departments, each headed by a Director. 

Office of the Municipal Manager 

All the Section 57 within the municipality reports directly to the Municipal Manager. 
The support staff for the Municipal Manager is his Personal Assistant; the municipality 
does not have an Operations Manager. 

OVERVIEW OF EACH DEPARTMENT 


Development Planning 

The key to this section involves aspects of planning (PMS, SDBIP), LED, IDP and any 
other development matters. All these functions ore done by 1 personnel. There is no 
other supporting staff. 

Currently the post for this 1 personnel is vacant, there is an acting manager who's on 
contract. 


Technical Services 

The Technical Department is headed by Mr. V M Khumolo, under him there three 
supporting staff that is Technical officer and a secretary. The following roles and 
functions reside under this Department; 

General Maintenance of Buildings 
Refuse Collection and Disposal 
Management of M.I.G funding 
Capitol Projects relating to roods and drainage 
Management of Rural Housing Projects 
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Departments 

The municipality has the tollowing departments: 

Corporate Services 


Human 

Resources 

Officer 


DirGctor: 

Corporate 

Services 


Senior Admin 
Officer 


LUMS/GIS Town 
Planning Officer 


Switchboard 

Committee 

Operator 

clerks 

n ' 


GA Access 
Control 

GA Cleaners 


Manager: Legal 
S ervices 
(outsourced) 
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The Corporate Services Department, headed by the Director: Corporate Services 
includes Human Resources, Secretariat, Information & Communication Technology 
(ICT), Registry & Auxiliary Services, and Legal Services. 

The following are the tunctional areas ot the sections within the Department: 

Human Resources - Co-ordination ot sound Labour Relations, human 
resources management and recruitment strategies. Employee Wellness, 
Organisational Development and Occupational Health & Safety. 

Secretariat - Co-ordination ot secretariat support to Council and its 
Committees. 

ICT - Ensuring the efficient implementation ot information management 
systems; implementation and maintenance ot application systems; 
implementation ot Enterprise Resource Planning, hardware and software 
maintenance; information systems security; and general co-ordination ot 
management ot ICT systems. 

Registry & Auxiliary Services - Records management, registry 
management, tacilities management, security management, 
telecommunications, building maintenance. 

Legal Services - Drafting ot contracts, legal opinion to Municipal Manager 
and other departments, development ot policies and procedures, 
statutory compliance with regards to legislation, enforcement ot 
disciplinary procedure. 


Finance 

The Finance department has the following tunctions: 

Asset Management, Loans & Investments and Cash Collection 
Co-ordination ot Accounts Payable, Payroll and management ot grants 
received 

Preparation ot budget, tinancial forecasting and preparation ot tinancial 
statements 

Co-ordination ot procurement ot goods and services and management ot 
the supplier database. 


Technical Services 

The Technical Services department has the following tunctions: 

Intrastructural Development 
Local Economic Development 
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TECHNICAL SERVICES DEPARTMENT - ORGANOGRAM 
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staffing Information 

The municipality has a staff complement of 35. 

The following fable illustrates information regarding the staff complement of the 
municipality: 

The following policies were developed during the 2007/2008 financial year: 


Number of all municipal staff 
employed: 

Number of 
staff 

Male 

Female 

Professional (Managerial/Specialist) 

6 

6 

0 

Field (Supervisory/Foremen) 

9 

3 

6 

Office (Clerical/Administrative) 
Non-professional (blue collar, 

4 

2 

2 

outside workforce) 

9 

6 

3 

Totals 

28 

17 

11 


The following fable illustrates information on the medical aid schemes in operation in 
the municipality: 

Bonitas 
Global Health 
Somwumed 

The following table illustrates information on the pension funds in existence in the 
municipality: 

Natal Joint Municipal Pension/Provident Fund 
Municipal Councillors Pension Fund 

Human Resource Profile 

The following table provides staffing information: 


Function 

No. of Staff 

No. of 
Vacancies 

Office of the Municipal Manager 

6 

0 

Corporate Services Department 

14 

0 

Finance 

4 

1 

Technical and Community Services 

9 

0 

Contract Employees 

1 

0 

Total 

34 

1 
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Disclosures 


Remuneration of Councillors 


Councillors' remuneration 


Speaker 

521 842 

Mayor 

454 613 

Deputy Mayor 

508 432 

Executive Committee 

All 854 

Councillors 

2 247 055 


4 209 796 


Remuneration of senior managers 


Municipal Manager 

1 053 362 

Chief Financial Officer 

386 964 

Director: Corporate Services 

420 365 

Director: Technical Services 

247 874 


2 108 566 
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REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL 
PROVINCIAL LEGISLATURE AND THE COUNCIL ON THE FINANCIAL 
STATEMENTS AND PERFORMANCE INFORMATION OF VULAMEHLO 
MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2008 

REPORT ON THE FINANCIAL STATEMENTS 


Introduction 

1 . I have audited the accompanying financial statements of the Vulamehio Municipality 
which comprise the balance sheet as at 30 June 2008 income statement, and cash 
flow statement for the year then ended, and a summary of significant accounting 
policies and other explanatory notes, as set out on pages [xx] to [xx]. 

Responsibility of the accounting officer for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of 
these financial statements in accordance with the entity-specific basis of accounting, 
as set out in accounting policy note 1.1 and in the manner required by the Local 
Government: Municipal Finance Management Act, 2003 (Act No. 56 of 2003) 
(MFMA) and the Division of Revenue Act, 2007 (Act No. 1 of 2007 (DoRA). This 
responsibility includes: 

• designing, implementing and maintaining internal control relevant to the 
preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error 

• selecting and applying appropriate accounting policies 

• making accounting estimates that are reasonable in the circumstances. 

Responsibility of the Auditor-Generai 

3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 
read with section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA) and 
section 126 of MFMA, my responsibility is to express an opinion on these financial 
statements based on my audit. 

4. I conducted my audit in accordance with the International Standards on Auditing and 
General Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 
2008. Those standards require that I comply with ethical requirements and plan and 
perform the audit to obtain reasonable assurance on whether the financial 
statements are free from material misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of material misstatement 
of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control. 


6. An audit also includes evaluating the: 

• appropriateness of accounting policies used 

• reasonableness of accounting estimates made by management 

• overall presentation of the financial statements. 
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7. I believe that the audit evidence I have obtained is sufficient and appropriate to 
provide a basis for my audit opinion. 


Basis of accounting 

8. The municipality’s policy is to prepare financial statements on the entity-specific basis 
of accounting, as set out in accounting policy note1 .1 . 

Opinion 


9. In my opinion the financial statements of the Vulamehio Municipality as at 30 June 
2008 and its financial performance and cash flows for the year then ended have been 
prepared, in all material respects, in accordance with the basis of accounting as set 
out in accounting policy note 1.1 and in the manner required by the MFMA and 
DoRA. 

OTHER MAnERS 


Without qualifying my audit opinion, I draw attention to the following matters that relate 
to my responsibilities in the audit of the financial statements: 

Non-compliance with applicabie iegislation 


Municipal Finance Management Act 

12. Accounting did not develop an appropriate delegation of authority, as required by 
section 79. 


Municipal Systems Act 

13. Members of the council did not declare their business interests, as required by 
section 5 of schedule 1 . 


Matters of governance 

14. The MFMA tasks the accounting officer with a number of responsibilities concerning 
financial and risk management and internal control. Fundamental to achieving this is 
the implementation of certain key governance responsibilities, which I have assessed 
as follows: 


Matters of governance 

Yes 

No 

Audit committee 



• The municipality had an audit committee in operation throughout 
the financial year. 

✓ 


• The audit committee operates in accordance with approved, 
written terms of reference. 

✓ 


• The audit committee substantially fulfilled its responsibilities for 
the year, as set out in section 1 66(2) of the MFMA. 

✓ 


Internal audit 



• The municipality had an internal audit function in operation 

✓ 
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Matters of governance 

Yes 

No 

throughout the financial year. 



• The internal audit function operates in terms of an approved 
internal audit plan. 

✓ 


• The internal audit function substantially fulfilled its responsibilities 
for the year, as set out in section 1 65(2) of the MFMA. 

✓ 


Other matters of governance 



• The annual financial statements were submitted for audit as per 
the legislated deadlines in section 126 of the MFMA. 

✓ 


• The annual report was submitted to the auditor for consideration 
prior to the date of the auditor’s report. 



• The financial statements submitted for audit were not subject to 
any material amendments resulting from the audit. 


y 

• No significant difficulties were experienced during the audit 
concerning delays or the unavailability of expected information 
and/or the unavailability of senior management. 

✓ 


• The prior year's external audit recommendations have been 
substantially implemented. 

✓ 


Implementation of Standards of Generally Recognised 
Accounting Practice (GRAP) 



• The municipality submitted an implementation plan, detailing 
progress towards full compliance with GRAP, to the National 
Treasury and the relevant provincial treasury before 30 October 
2007. 

✓ 


• The municipality substantially complied with the implementation 
plan it submitted to the National Treasury and the relevant 
provincial treasury before 30 October 2007, detailing its progress 
towards full compliance with GRAP. 

✓ 


• The municipality submitted an implementation plan, detailing 
further progress towards full compliance with GRAP, to the 
National Treasury and the relevant provincial treasury before 31 
March 2008. 
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Unaudited supplementary schedules 

15. The supplementary information set out on pages X to X does not form part of the 
financial statements and is presented as additional information. I have not audited 
these schedules and accordingly I do not express an opinion thereon. 

OTHER REPORTING RESPONSIBILITIES 


REPORT ON PERFORMANCE INFORMATION 

16. 1 was engaged to review the performance information. 

Responsibility of the accounting officer for the performance information 

17. In terms of section 121(3)(c) of the MFMA, the annual report of a municipality must 
include the annual performance report of the municipality prepared by the 
municipality in terms of section 46 of the Local Government: Municipal Systems Act, 
2000 (Act No. 32 of 2000) (MSA). 
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Responsibility of the Auditor-General 

18. 1 conducted my engagement in accordance with section 13 of the PAA read with 
General Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 
2008 and section 45 of the MSA. 

19. In terms of the foregoing my engagement included performing procedures of an 
audit nature to obtain sufficient appropriate evidence about the performance 
information and related systems, processes and procedures. The procedures 
selected depend on the auditor’s judgement. 

20. 1 believe that the evidence I have obtained is sufficient and appropriate to provide a 
basis for the audit findings reported below. 

Audit findings (performance information) 

Non-compliance with regulatory requirements 

Performance information not received in time 

21 . 1 was not able to complete an evaluation of the quality of the reported performance 
information as set out on pages xx to xx of the annual report, since the information 
was not received in time/by the reporting date. 

No quarterly reporting on performance information 

22. The municipality did not produce performance quarterly reports during the year as 
required by section 41 of the Municipal Systems Act. 

Content of integrated development plan 

23. The municipality IDP did not reflect a financial plan as required by section 26(h) of Municipal 
Systems Act. 

Objectives were inconsistent between the integrated development plan and SDBIP 

24. The municipality SDBIP does not include all objectives as per IDP and does not 
indicate targets and performance indicators per quarter 


APPRECIATION 


25. The assistance rendered by the staff of the Vulamehio Municipality during the audit is 
sincerely appreciated. 


Pietermaritzburg 
28 November 2008 



AUDITOR-GENERAL 
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Vulamehlo Municipality 


Approval of annual financial statements 


I am responsible for the preparation of these annual financial statements, which are set out on pages 49 to 
73, in terms of Section 126(1) of the Municipal Finance Management Act (Act No 56 of 2003), and which I 
have signed on behalf of the municipality. 

I certify that the salaries, allowances and benefits of Councillors as disclosed in note 19 of these annual 
financial statements are within the upper limits of the framework envisaged in section 219 of the Constitution, 
read with the Remuneration of Public Office Bearers Act, 1998 (Act No. 20 of 1998) and the Minister of 
Provincial and Local Government's determination in accordance with this Act. 


These annual financial statements will be presented to the Council for information during January 2009. 


Countersigned: 


Mr M Zulu 
Municipal Manager 


H Mohamed 

Chief Financial Officer 


Dated: 31 August 2008 
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REPORT OF THE CHIEF FINANCIAL OFFICER FOR THE 


YEAR ENDED 30 JUNE 2008 


I am pleased to present to Council the tinancial position ot Vulamehio 
Municipality at 30 June 2008 and the results ot its operations and cosh tiows 
tor the year then ended. 

The balance sheet at 30 June 2008 retlects a decrease in Reserves and strong 
growth in Retained Surplus. This can be attributed to increased service 
delivery trom grant tending and income trom other sources that were not 
budgeted tor. 

The cash tlow statement tor the year ended 30 June 2008 retlects o net cosh 
outflow ot R1 686 939. Such outflow was utilised essentially to improve on the 
municipality's service delivery mandate. 

The operating results, os set out below, are explained in detail. 

1 . Operating results 

Details ot the operating results per clossiticotion and description ot 
income and expenditure ore included in appendices C and D. 

Presently, the municipality provides o general developmental service. 
The tending thereot is derived primarily trom grant monies received 
trom various Government departments. 







Variance 


Actual 

Actual 

Variance 

Budget 

Actual/ 


2007 

2008 

2007/2008 

2008 

Budget 


R 

R 

% 

R 

% 

Income 

36 864 594 

22 663 666 

(38.52%) 

23 707 1 42 

(4.40%) 

Expenditure 

36 499 449 

25 008 565 

(31.48%) 

23 707 1 42 

5.49% 

Surplus/(deficit) 

365 145 

(2 344 899) 


- 


Surplus/(deficit) as % 






ot total income 

0.99% 

(10.35%) 





1.1.1 Actual income as compared to budgeted income is as tollows: 


Grants and subsidies received 

(1 317 
050) 

Investment income 

1 62 279 

Sundry 

57 792 

Rental Income 

53 502 
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( ) - Actual income less than budgeted income. 

Grants were budgeted tor, trom both Provincial and Notional 
Government tor specitic and general projects during the year. The 
budget also included reserves brought forward trom previous years. 

Investment income is greater than budgeted tor due to more tunds 
being invested than anticipated. 

Sundry income includes sale ot tender documents amounting to 
R33 856. 

1.1.2 Actual expenditure as compared to budgeted expenditure is os 
follows: 


R 


Salaries, wages and allowances 

12 892 

General expenses 

(383 051) 

Repairs and maintenance 

(1 19 412) 

Council’s General 

(823 800) 

Grant Expenditure 

2 573 794 

Capital Charges 

41 000 

Contributions to Fixed Assets 

- 

Contributions 

- 


( ) - Actual expenditure less than budgeted expenditure. 

The over expenditure on salaries is due to leave being encashed. 

The under expenditure on general expenses is primarily as o result ot 
stricter budget control. 

The under expenditure on repairs and maintenance was anticipated 
due to not much repair work being carried out. 

The under expenditure on Council's General is due to the tact that 
Councillors did not opt tor Company benetits such as medical aid 
and Councillor's Pension Fund, that was budgeted tor. 

Additional grants received which were not budgeted tor, were spent 
during the year under review. 

The municipality budgeted tor interest and redemption ot leased 
photocopiers under general expenses. 
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The accumulated results are as tollows: 



Actual 

Actual 

Variance 

Budget 

Variance 

Actual/ 

INCOME 

2007 

2008 

2007/2008 

2008 

Budget 


R 

R 

% 

R 

% 

Opening surplus 

2 296 446 

3 235 507 

40.89% 

- 

- 

Operating income for 
the year 

36 864 594 

22 663 666 

(38.52%) 

23 707 1 42 

(4.40%) 

Transfer from Reserves 

573 916 

3 753 295 

553.98% 

- 

- 

Closing deficit 

- 

- 


- 

- 


39 734 956 

29 652 468 


23 707 1 42 


EXPENDITURE 

Opening deficits 

- 

- 

- 

- 

- 

Operating expenditure 
for the year 

36 499 449 

25 008 565 

(31.48%) 

23 707 1 42 

5.49% 

Transfer to reserves 

- 

- 


- 

- 

Closing surplus 

3 235 507 

4 643 903 

43.53% 

- 

- 


39 734 956 

29 652 468 


23 707 1 42 



2. Capital expenditure and financing 

The expenditure on tixed assets incurred during the year amounted to 
R 1 6 1 409; 64. 1 3% less than that ot the previous year. 

The actual expenditure is 19.30% less than that budgeted tor and 
consists ot the tollowing: 



2008 

2008 

2007 


Actual 

Budget 

Actual 


R 

R 

R 

Buildings 

- 

- 

13 840 

Other infrastructure 

- 

- 

- 

Other fixed assets 

161 409 

200 000 

436 089 


161 409 

200 000 

449 929 


Resources used to tinance tixed assets were as tollows: 



2008 

2008 

2007 


Actual 

Budget 

Actual 


R 

R 

R 

Grants and Subsidies 

161 409 

200 000 

449 929 


161 409 

200 000 

449 929 
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A complete analysis of capital expenditure (budgeted and actual) 
per department, classification or service is included in appendix B. 


3. Investments and cash 

Investments and net cash and bank on 30 June 2008 amounted to 
R14 731 028 (R16 437 231 in 2007). The municipality should therefore 
be able to meets its obligations for the foreseeable future. 


4. Reserves 

More information regarding reserves is disclosed in note 1 of the 
annual financial statements. 


5. Post balance sheet events and contingent liabilities 

No material items and/or events, pertaining to the 2007/2008 
financial year have occurred subsequent to balance sheet date that 
warrants reporting on. 


6. Generoi 

There are none. 

7. Expression of appreciation 

I am grateful to the Mayor and members of the Executive 
Committee, the Councillors, the Municipal Manager and staff for their 
encouragement, positive developmental attitude and support, given 
during the course of the 2007/2008 financial year. Appreciation is also 
expressed to the representatives of the Auditor-General for their 
assistance and support during the year. 


H MAHOMED DATE 

CHIEF FINANCIAL OFFICER 
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ACCOUNTING POLICIES 
for the year ended 30 June 2008 

1 . Basis of presentation 

1.1 The financial statements have been prepared so as to conform to the standards laid down by the 
Institute of Municipal Finance Officers in its Code of Accounting Practice (1997) and Report on 
Published Annual Financial Statements. (Second edition - January) 

1.2 The financial statements are prepared on the historical cost basis, adjusted for fixed assets as 
more fully detailed in Accounting Policy note 3 hereunder. The accounting policies are consistent 
with those applied in the previous year, except if otherwise indicated. 

1 .3 The financial statements are prepared on the accrual basis, in that 

Income is accrued when measurable and available to finance operations. Certain direct 
income is accrued when received, such as traffic fines and certain licences. 

Expenditure is accrued in the year it is incurred. 

2. Fixed assets 

2.1 Fixed assets are stated in the financial statements: 

at historical cost, or 

at valuation (based on the market price at date of acquisition), where assets have been 
acquired by grant or donation, 
while they are in existence and fit for use. 

2.2 Depreciation 

The balance shown against the heading "Loans Redeemed and Other Capital Receipts" in the 
notes to the financial statements Is tantamount to a provision for depreciation, however, certain 
structural differences do exist. By way of this "Provision" assets are written down over their 
estimated useful lives. Apart from advances from the various council funds, assets may be 
acquired through: 

Appropriations from income, where the full cost of the asset forms an immediate and direct 
charge against the operating income, and therefore it is unnecessary to make any further 
provision for depreciation. 

Grant or donation, where the amount representing the value of such grant or donation is 
immediately credited to the "Loans Redeemed and Other Capital Receipts" account. 

2.3 Provided the asset sold has not been charged to the capital account of any other fund, the net 
proceeds from the sale of fixed property of the Council are credited to the Public Improvement 
Fund. The net proceeds from the sale of all other assets are credited to the Capital Development 
Fund. 

2.4 Fixed assets are financed from different sources, including external loans, operating income, 
internal advances and endowments. The external loans and internal advances are repaid over the 
period of the estimated useful lives of the assets financed by such loans or advances. Interest is 
charged to the service concerned at the interest rate ruling at the time that the loan is raised or 
the advance is made. 
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3. Inventory 


Inventory is stated in the financial statements at the lower of cost, determined on the average cost 
basis, and net realisable value. 

4. Funds, reserves and provisions 

4.1 Consolidated Capital Development Fund 

In accordance with the provisions of section 103 (9) (b) (i) of the Local Authorities Ordinance, 
1974 (No. 25 of 1974) contributions of at ieast 3% of gross revenue are required to be contributed 
to the capital development fund of each service, other than housing but in view of the impending 
conversion to GRAP and GAMAP no contribution or other transfers are required. 

4.2 Loan Redemption Fund 

In accordance with the provisions of section 124 (1) and (2) of the Local Authorities Ordinance, 
1974 (No. 25 of 1974) provision shall be made for the redemption of every loan raised under the 
authority of the said or any special Ordinance by means of a terminable annuity or by yearly or 
half-yearly instalments of principal and interest, or by a loan redemption fund. The Council shall in 
every year, pay into the loan redemption fund by equal instalments from revenue, such sum as 
will be sufficient to pay off each loan within the relevant period. Interest on such instalments shall 
be paid into the revenue account as and when received. 

4.3 Public Improvement Fund 

In accordance with the provisions of section 103 (3) (a) of the Local Authorities Ordinance, 1974 
'(No. 25 of 1974) all monies not otherwise appropriated by law received by the Council from: 

any alienation of immovable property, other than a lease, not specially acquired for and 
charged to the capital account of any other fund, 
the lease of any mineral rights, 

the endowments payable in terms of section 16 (2) of the Town Planning Ordinance, 1949 
(Ord.27of 1949), or 

the proceeds of any loan raised by the council for the purchase or the improvement 
contemplated in this section 

shall be paid into the fund but in view of the impending conversion to GRAP and GAMAP it is not 
considered to be appropriate as accumulated surplus will in any event be the recipient of all 

4.4 Provisions 

Contributions are made from revenue to provide for anticipated or known future expenditure 
where the amount involved cannot be determined with substantial accuracy. Examples are staff 
leave, bad debts and an amount set aside to fund working capital . 

5. Retirement benefits 

The Municipality and its employees are members of the Natal Joint Municipal Pension Fund's three fum 


Provident fund which is a self administered, defined contribution fund; 


Members' contributions 

Employers' contributions 

Choice of 5%, 7% or 9.25% 

Ratio of 1 :1 .95 times to member 

Superannuation fund which is a self administered, defined benefit fund; 

Members' contributions 

Employers' contributions 

9.25% of pensionable emoluments 

18.00% of pensionable emoluments 
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Retirement fund which is a seif administered, defined benefit fund; 


Members' contributions 

7.00% of pensionable emoluments 

Employers' contributions 

13.65% of pensionable emoluments 


The retirement benefit plans are subject to the Pension Funds Act, 1956, with pensions being 
calculated on the final pensionable remuneration paid. Current contributions are charged against 
operating income on the basis of current service costs. 

Full actuarial valuations are carried out by the funds' actuary at least every three years while interim 
valuations are carried out every year. 

6. Investments 

Investments are stated in the financial statements at the lower of cost or market value. Investments 
are written down to net realisable value if a permanent impairment in value has occurred and are 
invested in investments authorised for Local Government by National or Provincial legislation. 

7. Income recognition 

8.1 Grant income 

Grant income is recognized as income as and when received. 

8.2 Other income 

Other income is recognized at the earlier of receipt and earning. 

8. Leave provision 

Leave provision is calculated based on the number of compoundable leave days outstanding as at the 
balance sheet date, using the daily employment cost rate. 

9. Retirement benefits 

Vulamehio Municipality and its employees contribute to the Kwazulu-Natal Joint Municipal Pension 
and Provident Funds, which provides retirement benefits to such employees. 

The retirement benefit plan is subject to the Pension Funds Act, 1956, with pensions being calculated 
on the final pensionable remuneration paid. Current contributions are charged against operating 
income on the basis of current service costs. Unfavourable experience adjustments and the cost of 
securing increased benefits are written off over the lesser of the remaining period of service of 
employees or five years. Favourable experience adjustments are retained in the retirement benefit 
plan. 

10. Contingent liabilities 

Contingent liabilities are disclosed when there is an event at balance sheet date that might result in a 
possible liability. 

1 1 . Leased assets 

Fixed assets held under finance leases are capitalized. Such assets are effectively amortized over the 
term of the lease agreement. 

Lease finance charges are allocated to accounting periods over the duration of the leases, by the 
effective interest rate method, which reflects the extent and cost of the lease finance utilized in each 
accounting period. 

All other leases are treated as operating leases and the relevant rentals are charged the operating 
account in a systematic manner related to the period of use of the assets concerned. 
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Vulamehlo Municipality 


Balance sheet 
at 30 June 2008 



Note/ 

2008 

2007 

Capital employed 

Appendix 

R 

R 

Funds and 


9 332 437 

12 839 473 

Reserves 

1 

9 332 437 

12 839 473 

Retained surplus 


4 673 824 

3 235 508 

Long term liabilities 

2 

14 006 261 

26 650 

16101 631 


Employment of capital 
Fixed assets 
Long term debtors 
Net current 


35 982 58 726 

10 619 

13 970 279 16 032 286 


Current assets 1 5 063 091 1 6 588 261 


Debtors and deposits 5 

Short term call deposits 
Cash and Bank 


Current liabilities 


Provisions 6 

Creditors and Deposits i 

Bank overdraft 

Loans : short term portion 2 


332 063 
12 794 358 

1 936 670 

151 030 

11 617 051 

4 820 1 80 

1 092 812 555 975 

1 77 471 

881 326 
190 
33 825 

287 845 
230 882 
749 
36 499 


14 006 261 16101 631 
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Vulamehio Municipality 

Income statement 

for the year ended 30 June 2008 


2007 

2007 

2007 


2008 

2008 

2008 

2008 

Actual 

Actual 

Surpius/ 


Actuai 

Actual 

Surpius/ 

Budget 

income 

expenditure 

Deficit 


income 

expenditure 

deficit 

surplus/ 

deficit 

R 

R 

R 


R 

R 

R 

R 

36 864 594 

36 499 449 

365 145 

General services 

22 693 586 

25 008 565 

(2 314 979) 

_ 


365 1 45 Net surplus/(deficit) for the year 
573 91 6 Transfer (to) from Reserves 2 

2 296 446 Accumulated surplus at beginning of year 

3 235 507 Accumulated surplus at end of year 


(2 314 979) 
3 753 296 

3 235 507 

4 673 824 
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Vulamehlo Municipality 

Cash flow statement 

for the year ended 30 June 2008 


Cash retained from (utilised by) operating 
activities: 

Cash generated from (utilised by) operations 
Investment income 

(lncrease)/decrease in working capital 


Less: External interest paid 

Cash available from (utilised by) operations 

Net cash contributed from the pubiic and State 
Net proceeds on disposai of fixed assets 

Cash utilised in investing activities 

Investment in fixed assets 

Net cash inflow (outflow) 

Cash effects of financing activities: 

lncrease/(decrease) in iong term ioans 
lncrease/(decrease) in short term ioans 
(lncrease)/decrease in cash investments 
(lncrease)/decrease in cash 
lncrease/(decrease) in bank overdraft 
(lncrease)/decrease in iong term debtors 


Note 

2008 

R 

2007 

R 


(1 525 531) 

627 791 

14 

(3 157 787 ) 

1 005 148 


1 181 101 

794 491 

15 

469 41 1 

(1 159 353 ) 


(1 507 275 ) 

640 286 


(18 256 ) 

(12 495 ) 


(1 525 531) 

627 791 


(161 409) 

(449 929) 


(1 686 940) 

177 862 


16 

(26 649 ) 

(49 202 ) 


(2 675 ) 

(2 852 ) 


1 706 204 

(135 954 ) 

17 

- 

- 

18 

( 559 ) 

( 473 ) 


10619 

10619 


1 686 940 (177 862) 
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Vulamehlo Municipality 

Notes to the financial statements 
for the year ended 30 June 2008 


2008 2007 

R R 

1 . Reserves 

Reserves consist of : 


Reserves consist of : 


Violence Damaged Houses Grant 

127 539 

127 539 

Burial Assistance Grant 

28 903 

32 844 

Local Government Finance Management Grant 

360 007 

264 224 

Equitable Share 

1 731 260 

6 175 961 

Integrated Development Plan Review Grant 

52 627 

8 234 

IDP Grant 

- 

(5 607) 

Local Government Transition Fund 

203 358 

203 358 

Capacity Support Grant 

319 478 

119 478 

Free Basic Services Grant 

172 813 

172 813 

Ugu Municipal Systems Improvement Grant 

1 269 789 

1 236 087 

Municipal Capacity Building Framework 

574 662 

640 913 

Implementation of MFMA Grant 

98 217 

1 07 853 

Municipal Assistance Programme Grant (MAP) 

79 070 

280 024 

Establishment of Municipalities Grant ( DLGTA) 

150 000 

1 50 000 

Property Rates Grant 

63 125 

63 125 

Inter-Departmental Monitoring Grant 

77 992 

77 992 

Youth Grant (Ugu) 

5 267 

30 000 

Land Use Management Systems Grant (LUMS) 

44 545 

44 545 

DLGTA - Anti-corruption Grant 

125 204 

125 204 

Amahwaqa Housing Project Development Grant 

1 000 

1 000 

Johnny Area Community Gardens Grant 

5 726 

5 726 

Mjunundu Community Gardens Grant 

3 680 

3 680 

Homeowners Ploughing Assistance Programme 

14 904 

16617 

CDW Grant 

6 344 

6 344 

Umdumezulu / Isimahia Rural Housing Project 

131 

131 

HIV/AID - DRUM 

144 

2 974 

Project Consolidate 

1 619 887 

180 300 

MDCBP Grant 

- 

165 114 

PMS Grant 

40 000 

40 000 

Property Rates Valuation Roll Grant 

126 842 

270 000 

GIS Grant 

3 344 

45 579 

LGWSETA Grant 

35 078 

35 078 

Peanut Butter Project Grant 

57 

57 

LED Strategy Grant 

- 

776 

DBSA Grant 

162 148 

74 282 

Municipal Infrastructure Investment Programme 

262 400 

387 200 

MIG 

832 185 

970 793 

Development of Municipal Housing Grant 

17418 

3 768 

HR Systems Grant (DLGTA) 

137 000 

137 000 

Public Participation Grant (DLGTA) 

109 769 

250 000 

Establishment Projects Grant 

250 000 

250 000 
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Notes to the financial statements 
for the year ended 30 June 2008 


2008 2007 

R R 


Cemetry Grant 

86 113 

191 707 

Feasibility Grant 

100 000 

1 00 000 

Disaster Management Grant 

- 

(11 356) 

Kwaqiko Execution Rock Development Grant 

- 

(89 245) 

People's Housing Project Grant 

- 

(42 869) 

BEF Grant Fund 

- 

(9 770) 

Vulamehio Youth Council 

20 000 

- 

Ward Committee Induction 

14410 

- 


9 332 436 

12 839 473 

Long term liabilities 



Lease Commitments 

33 825 

63 149 

Less : Current portion transferred to current liabilities 

33 825 

36 499 


- 

26 650 

(Refer to appendix B for more details on long term liabilities) 



Fixed assets 



Fixed assets at the beginning of the year 

8 346 345 

7 896 416 

Capital expenditure during the year 

161 409 

449 929 

Less : Assets written off, transferred or disposed of 
during the year 



Total fixed assets 

8 507 754 

8 346 345 

Less : Loans Redeemed and Other Capital Receipts 

(8 471 772) 

(8 287 619) 

Net fixed assets 

35 982 

58 726 

(Refer to Appendix C and section 2 of the Chief Financial 
Officer's report for more details on fixed assets) 



Long term debtors 



Long term debtors consists of deferred finance charges in 
respect of finance leases. 

. 

10 619 
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Notes to the financial statements 
for the year ended 30 June 2008 


2008 2007 

R R 

5. Debtors and deposits 


Sundry debtors 

3 793 646 

3 612 612 

Deposits held 

3 450 

3 450 


3 797 096 

3 616 062 

Less : Provision for doubtful debts 

(3 465 032) 

(3 465 032) 

As the municipality is currently being considered for 
deregisteration for Value Added Taxation, by the the South 
African Revenue Services, all input tax previously claimed by 
the municipality, may not be recovered from the South 
African Revenue Services, hence the provision for doubtful 
debts. 

332 064 

151 030 

Provisions 

Leave provision 

177 471 

287 845 

Audit fee provision 

- 

- 


177 471 

287 845 

Creditors 

Trade creditors 

876 557 

123 701 

Other 

4 769 

107 181 


881 326 

230 882 

Auditors remuneration 

Audit fees 

310 345 

311 463 
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Notes to the financial statements 
for the year ended 30 June 2008 


9. Finance transactions 

Total interest earned or paid: 

Interest earned 

Capital charges debited to operating account: 
Interest : External 
Redemption : External 


10. Appropriations 

Appropriation account 

Accumulated surplus at the beginning of the year 
Operating (deficit)/surplus for the year 


2008 

R 

2007 

R 

1 181 101 

794 491 

18 256 

22 744 

12 495 
28 179 

41 000 

40 674 

3 235 507 
(2 314 980) 

2 296 446 
365 145 

920 527 

2 661 591 


1 1 . Cash generated by operations 


Surplus/(deficit) for the year 

(2 314 980) 

365 145 

Adjustments in respect of: 



Previous years' operating transactions 

246 260 

- 

Appropriations charged against income: 

51 035 

1 393 819 

Loan redemption fund 

- 


- 

Fixed assets 

161 409 


449 929 

Provisions and reserves 

(110 374) 


943 890 

Capital charges: 



Interest paid 

18 256 

12 495 

on external funds 

18 256 


12 495 

to internal funds 

- 


- 

Redemption: 

22 744 

28 180 

of external loans 

22 744 


28 180 

of internal advances 

- 


- 

Investment income 

(1 181 101) 

(794 491) 


(3 157 786) 


1 005 148 
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Notes to the financial statements 
for the year ended 30 June 2008 


2008 2007 

R R 

12. (Increase)/decrease in working capitai 


(lncrease)/decrease in debtors 

(181 034) 

(183 263) 

lncrease/(decrease) in creditors 

650 445 

(976 089) 


469 411 

(1 159 352) 

13. increase/(decrease) in iong term ioans (externai) 



Loans raised 

- 

- 

Loans repaid 

(26 650) 

(49 202) 


(26 650) 

(49 202) 

14. increase/(decrease) in short term ioans (externai) 



Loans repaid 

(2 675) 

(2 852) 

15. (Increase)/decrease in externai cash investment 



Investments realised 

1 706 204 

(135 954) 

Investments made 

- 

- 


1 706 204 

(135 954) 

16. (Increase)/decrease in cash 



Cash balance at the beginning of the year 

5 000 

5 000 

Less : Cash balance at the end of the year 

(5 000) 

(5 000) 

17. (Increase)/decrease in bank 



Cash balance at the beginning of the year 

(749) 

275 

Less : Cash balance at the end of the year 

190 

(749) 


(559) 

(474) 

18. Council's general 



Speaker 

521 842 

225 520 

Mayor 

454 613 

415 163 

Deputy Mayor 

508 432 

206 788 

Executive Committee 

477 854 

195 535 

Councillors 

2 247 055 

2 202 277 


4 209 796 

3 245 283 
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Notes to the financial statements 
for the year ended 30 June 2008 


2008 2007 

R R 

19. Grant expenditure 


Grant expenditure consists of : 


Violence Damaged Houses Grant 

- 

37 261 

Local Government Finance Management Grant 

404 217 

358 898 

IDP Grant 

(5 607) 

65 978 

Implementation of MFMA Grant 

9 636 

33 542 

Equitable Share 

3 736 524 

3 505 703 

Integrated Development Plan Review Grant 

5 607 

27 693 

Local Government Transition Fund 

- 

4 908 

Free Basic Services Grant 

- 

- 

Municipal Capacity Building Framework 

66 251 

34 087 

Burial Assistance Grant 

3 941 

20 974 

Municipal Assistance Programme Grant (MAP) 

200 954 

1 000 217 

Amahwaqa Housing Project Development Grant 

- 

36 803 

Ugu Municipal Systems Improvement Grant 

700 297 

218 726 

Community Initiative Communication Grant 

143 158 

- 

Inter-Departmental Monitoring Grant 

- 

22 008 

Kwaqiko Execution Rock Development Grant 

- 

89 245 

People's Housing Project Grant 

- 

525 068 

Johnny Area Community Gardens Grant 

- 

9 190 

Mjunundu Community Gardens Grant 

- 

9 190 

CDW Grant 

- 

6 434 

Umdumezulu / Isimahia Rural Housing Project 

- 

12 363 523 

HIV/AID - DRUM 

2 830 

- 

Project Consolidate 

2 360 413 

- 

MDCBP Grant 

165 115 

228 885 

Peanut Butter Project Grant 

- 

134 200 

LED Strategy Grant 

11 814 

55 185 

MIG 

3 802 435 

3 758 424 

Land Use Management Systems Grant (LUMS) 

- 

135 455 

DLGTA - Anti-corruption Grant 

- 

9 296 

Homeowners Ploughing Assistance Programme 

1 713 

25 050 

PMS Grant 

- 

30 000 

GIS Grant 

42 234 

129 422 

DBSA Grant 

93 633 

157 158 

Municipal Infrastructure Investment Programme 

124 800 

124 800 

Development of Municipal Housing Grant 

112 372 

96 232 

Cemetry Grant 

105 593 

8 294 

BEF Grant Fund 

180 253 

79 556 

KZN Legislation - Catering Grant 

- 

95 100 

Disaster Management Grant 

- 

11 358 

Public Participation Grant (DLGTA) 

140 231 

- 

Youth Grant (Ugu) 

24 733 

- 


12 433 147 23 447 863 
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Notes to the financial statements 
for the year ended 30 June 2008 


2008 2007 

R R 

20. Capital commitments 

Capital commitments at year end as per the contracts register amounts to R2 767 436. 


21. Capital development fund 

The municipality presently does not contribute towards a Capital Development Fund. 

22. Related party transactions 

There were no related party transactions during the year under review. 

23. Retirement benefits 

Retirement Fund 

The results of the last interim actuarial valuation of the Natal 
Joint Municipal Pension Fund (Retirement Fund) which 
covered a triennial period to 31 March 2006, revealed that 
the fund had a shortfall of R205 million. This shortfall will be 
taken into account in determining future surcharges, which 
will be met by increased employer contributions. 

Superannuation Fund 

The last interim actuarial valuation of the Natal Joint 
Municipal Pension Fund (Superannuation Fund) which was 
done at 31 March 2006, revealed that the fund had a shortfall 
of R93 million. This shortfall will be taken into account in 
determining future surcharges, which will be met by 
increased employer contributions. 

Provident Fund 

The last actuarial valuation of the Natal Joint Municipal 
Pension Fund (Provident Fund) which was done at 31 March 
2006, indicated that the fund is in a sound financial position. 


24. Remuneration of senior managers 


Municipal Manager 
Chief Financial Officer 
Director: Corporate Services 
Director: Technical Services 


1 053 362 767 214 

386 964 476 399 

420 365 535 484 

247 874 484 831 


2 108 566 2 263 928 
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Notes to the financial statements 
for the year ended 30 June 2008 


2008 2007 

R R 

25. Bank, cash and overdraft balances 

The Municipality has the following bank accounts: 

The following primary bank account is maintained in terms of 
the Local Government: Municipal Finance Management Act: 

First National Bank - Port Shepstone 

Account Number: 620 2610 4901 (Primary Bank Account): 


Cash book balance at beginning of year 4 81 5 1 48 5 469 500 

Cash book balance at end of year 60 675 4 815 148 


Bank statement balance at beginning of year 

5 030 722 

5 675 674 

Bank statement balance at end of year 

60 675 

5 030 722 

Account Number: 620 8672 8642 (Gijima Account): 

Cash book balance at beginning of year 

32 

418 

Cash book balance at end of year 

10 984 

32 

Bank statement balance at beginning of year 

32 

418 

Bank statement balance at end of year 

10 984 

32 

Account Number: 620 9499 0928 (Gijima Account): 

Cash book balance at beginning of year 

(749) 

(275) 

Cash book balance at end of year 

m. . 

(Zl^ 

Bank statement balance at beginning of year 

(749) 

(275) 

Bank statement balance at end of year 

(76) 

(749) 

Account Number 621 6388 5399 (Municipal Housing Operating / 

Cash book balance at beginning of year 



Cash book balance at end of year 

1I14I . 

- 

Bank statement balance at beginning of year 

- 

- 

Bank statement balance at end of year 

(114) 

- 

ABBA Bank - Port Shepstone 

Account Number 406 9991 393 (Primary Bank Account): 

Cash book balance at beginning of year 



Cash book balance at end of year 

1 860 012 

- 

Bank statement balance at beginning of year 

- 

- 

Bank statement balance at end of year 

2 236 488 

- 
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Vulamehlo Municipality 

Accumulated funds, reserves and provisions 
Appendix A 


Balance at 

Contributions 

interest on 

Other 

Expenditure 

Balance at 

30/06/2007 

during 

investments 

income 

during 

30/06/2008 


the year 



the year 


R 

R 

R 

R 

R 

R 


Accumulated funds 

Capital Development Fund 
Loan Redemption Fund 
Renewals Fund 
Capital Reserve Fund 


Provisions 

Audit fee provision - . . . . . 

Doubtful debt provision 3 465 032 - - - - 3 465 032 

Leave provision 287 845 121 098 ^ ^ 231 473 177 471 

3 752 878 121 098 - - 231 473 3 642 503 
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Appendix B 

Vulamehlo Municipality 
External loans and internal advances 


External loans 

Lease Commitments 

WesBank 

WesBank 


Interest 

Loan 

Redeem- 

rate 

number 

able 

% 



13.92% 


Monthly 

14.75% 


Monthly 


Annuity loan 


(Refer to note 2) 


Loan 

authority 

expires 

Balance 

at 

30/06/2007 

R 

Received 
during 
the year 

R 

Redeemed 
or written 
off 
during 
the year 

R 

Baiance 

at 

30/06/2008 

R 

01/09/2008 





27/05/2009 

63 149 

- 

29 324 

33 825 


63 149 

_ 

29 324 

33 825 


63 149 

- 

29 324 

33 825 
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Vulamehlo Municipality 

Analysis of fixed assets 
Appendix C 


Expenditure 


Budget 

Balance at 
30/06/2007 

Expenditure 

Written off, 
transferred, 
redeemed or 
disposed off 
during the year 

Balance at 
30/06/2008 

2007 

R 


2008 

R 

R 

2008 

R 

R 

R 


General services 






449 929 

General 

200 000 

8 346 345 

161 409 

_ 

8 507 754 

449 929 

Total fixed assets 

200 000 

8 346 345 

161 409 


8 507 754 


Less: Loans redeemed and other 

capital receipts 8 287 619 184 153 - 8 471 772 


Loans redeemed and advances paid 

114 745 

22 744 

- 

137 489 

Contributions ex operating income 

- 

- 

- 

- 

Grants and subsidies 

8 172 874 

161 409 

- 

8 334 283 

Contributions from Local Authority 

- 

- 

- 

- 

Net fixed assets 

58 726 

(22 744) 

- 

35 982 
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Appendix D 


Vulamehlo Municipality 

Analysis of operating income and expenditure 
for the year ended 30 June 2008 


2007 

Actual 

R 


Note 

2008 

Actual 

R 

2008 

Budget 

R 

35 925 533 

1 08 053 
36 517 
794 491 

Income 

Grants and subsidies 

Rental Income 

Sundry Income 

Investment income 

12 

21 255 270 
187 422 
69 792 

1 181 101 

22 572 320 
104 000 
12 000 

1 018 822 


36 864 594 



22 693 585 

23 707 142 


Expenditure 




4 896 659 

Salaries, wages and allowances 


5 068 273 

5 055 381 

2 719 361 

General expenses 


2 677 1 64 

3 070 574 

623 230 

Repairs and maintenance 


579 1 86 

688 238 

3 245 283 

Council's general 

21 

4 209 796 

5 033 596 

23 447 862 

Grant expenditure 

22 

12 433 147 

9 859 353 

40 675 

Capital charges 

12 

41 000 

- 

367 598 

Contributions to fixed assets 


- 

- 

1 158 781 

Contributions 


- 

- 

36 499 449 



25 008 566 

23 707 142 

365 145 

Net surplus (deficit) for the year 


(2 314 981) 

. 
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Vulamehlo Municipality 

Income statement 

for the year ended 30 June 2008 


2007 

2007 

2007 


2008 

2008 

2008 

2008 

Actual 

Actual 

Surplus/ 


Actual 

Actuai 

Surplus/ 

Budget 

income 

expenditure 

Deficit 


income 

expenditure 

deficit 

surplus/ 

deficit 

R 

R 

R 


R 

R 

R 

R 

36 864 594 

36 499 449 

365 145 

General services 

22 693 586 

25 008 565 

(2 314 979) 



365 145 Net surplus/(deficit) for the year 
573 916 Transfer (to) from Reserves 2 

2 296 446 Accumulated surplus at beginning of year 

3 235 507 Accumulated surplus at end of year 


(2 314 979) 
3 753 296 

3 235 507 

4 673 824 
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Vulamehlo Municipality 
Appendix F 


Statistical Information 




General statistics 

2008 

2007 

2006 

Population 

84 000 

84 000 

83 000 

Number of Employees 

37 

32 

24 

Area (square km) 

97.35202 

97.35202 

97.35202 
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No 

Finding 

Corrective action 

Completion date 

Responsible general 
manager or manager 

MATTERS AFFECTING THE AUDIT REPORT 

1 

No disclosure of interests by the 
councilors provided 

Register has been opened. 

Done 

General Manager - 
Corporate Services. 

2 

No approved delegation of 
authority provided 

This process has been initiated. 

01 February 2009 

General Manager - 
Corporate services. 

3 

Municipality IDP does not include a 
financial plan 

A consultant has been appointed to 
complete the financial plan. 

01 February 2009 

Chief Financial Officer 

4 

Municipality does not have 
documented PMS 

The Municipality is in the process of 
completing the documented PMS 
system. 

01 March 2009 

IDP Manager 

5 

No performance quarterly report 
provided 

The Municipality has prepared the 
quarterly reports and a meeting has 
been scheduled in two weeks time to 
discuss the report. 

01 January 2009 

General Manager - 
Corporate Services 

6 

No annual performance report 
provided 

The Municipality is in the process of 
completing the Annual performance 
report. 

01 June 2009 

IDP Manager 

OTHER MATTERS 

7 

Municipality does not have a 
website 

The Municipality has established a 
website but it is currently not 
functional. We are awaiting SITA to 
complete the installation of our new 
computer systems. 

01 March 2009 

General Manager - 
Corporate Services. 
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No 


Finding 


Corrective action 


Compietion date 


Responsibie generai 
manager or manager 


8 

Municipality council has not dealt 
with the annual report for 2006/2007 

A consultant has been appointed to 
complete the Annual report. 

01 January 2009 

General Manager - 
Corporate Services / 

CFO 

9 

Difference between amount paid 
and invoice 

The attached invoices to the cheque 
requisition have been mislaid during 
filing. The Finance Officer has been 
tasked with the responsibility of filing 
the cheque requisitions. 

Done 

Chief Financial Officer 

10 

Misollocation and incorrect 

processing of expenditure 

The Sundry/ contingency vote is used 
for shortfall and unforeseen 

expenditure. This vote is allocated 
under General expenses per IMFO 
reporting in the AFS and is not 
reflected os a single item on the AFS, 
therefore the AFS will not be misstated. 

On conversion to GRAP 

Chief Financial Officer 

11 

No documented procedures for 
initiating, approval and processing 
of journal entries 

The municipality is in the process of 
documenting the procedures 

01 January 2009 

Chief Financial Officer 
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